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‘ 1  
In the Matter of: 1 

1 
Senator Maria Cantwell; 1 

1 
Maria Cantwell foi Senate; and ) 

1 
. U.S. Bank National Association ) 

1 
Respondents 1 

MUR 5198 

US. BANK NATIONAL ASSOCIATION’S RESPONSE TO COMPLAINT 

Respondent U.S. Bank National Association (“U.S. Bank”), by its attorneys, hereby 

responds to the Complaint filed against it by the National Legal and Policy Center (the “Center”). 

As set forth herein, the Complaint is without merit and the Commission should take no action 

against U.S. Bank in this matter. 

Introduction 

In its Complaint, the Center alleges’ that, in violation of the Federal Election Act (the 

“Act”), U.S. Bank improperly made an’ under-collateralized loan to U.S. Senate candidate Maria 

Cantwell during her 2000 campaign.. The Complaint further alleges that U.S. Bank made that 

loan, and another loan, at preferential rates of interest not available to other borrowers. 

In bringing these wholly unfounded allegations, the Center relies exclusively on an 

inaccurate and misleading news report. Aside from that report, the Center provides no 

information whatsoever to suggest that U.S. Bank either made an inadequately capitalized loan 

or extended preferential rates of interest. Moreover, the Center 

misrepresents the Schedule C-1 filed by the Maria Cantwell for Senate campaign committee. 

U.S. Bank did neither. 
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, .  .. . _. .. . . . , . . . 

That Schedule C-1 discloses that U.S. Bank properly relied not only on a security interest in Ms. 

Cantwell’s personal residence, but also on her substantial net worth, to “assure repayment” of the 

loan as required by Commission regulations. The Center makes no mention of the Bank’s stated 

reliance on Ms. Cantwell’s substantial net worth. A complainant has some obligation to 

investigate its allegations beyond reliance on a newspaper report, and should not misrepresent an 
. . .  

official record. 

The actual facts run counter to the Center’s unsubstantiated allegations. Those facts 

demonstrate a long-standing relationship between Ms. Cantwell and U.S. Bank, lines of credit 

extended at the usual’ and customary rate of interest, ample assurance of repayment based on Ms. 

Cantwell’s substantial net worth, and written Promissory Notes payable on a fixed date. Those 

facts - considered in light of Federal Election Commission (“Commission”) precedent approving 

an unsecured line of credit to a candidate under closely analogous circumstances - indisputably . 

establish that U.S. Bank did not violate the Act. Accordingly, the Commission should take no 

action against U.S. Bank in this matter. 

Background 

The following facts are taken fiom the Declaration 

President and Credit Risk Officer with U.S. Bank (the “Jassny 

of Lauren Jassny, Senior Vice 

Declaration,” attached as Exhibit 

A), as well as by supporting documentation fiom Ms. Cantwell’s loan files and other Bank 

records. 

U.S. Bank’s relationship with Maria Cantwell dates back to 1995. Senator Cantwell is a 

long-standing client of U.S. Bank’s Private Financial Services Department. That Department 

provides a variety of services to individuals whose primary incomes andor liquidity exceed 

These services and whose net worth exceeds 

2 
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8 include private select checking, money 

debit cards, a d i t  lines and loans, real estate loans, and international banking, trust investment 

atxi savings options, cash management, Visa and . . .  

and estate planning services. Senator Cantwell qualified for participation in the Private Financial 

Services Department by reason of her substantial net worth, and she has traditionally used U.S. 

Bank for both banking as well as trust services. From 1995 to the present, she has maintained an 

interest bearing checking account. She also has two campaign accounts with the Bank. Ms. 

Cantwell also maintained a money market account with the brokerage arm of U.S. Bank, with 

substantial balances. 

A. 

In September 1997, several years prior to her candidacy for U.S. Senate, Ms. Cantwell 

Ms. Cantwell’s $600,000 Line of Credit with U.S. Bank. 

opened a personal $50,000 line of credit with U.S. Bank. This line of credit was underwritten 

and extended to Ms. Canbvell as an unsecured loan in accordance with then existing 

underwriting standards, relying on Ms. Cantwell’s income and substantial net worth. & Jassny 

Decl. Ex. 1 (Boarding Data Sheet and Promissory Note). This $50,000 line of credit remained in 

place until February 1998 when it was increased to $70,000. Jassny Decl. Ex. 2 (Promissory 

Note and Disbursement Request and Authorization). 

U.S. Bank’s files show that, in December 1999, a second deed of trust on Ms. Cantwell’s 

personal residence was taken as security for the $70,000 line of credit, in lieu of stock. 

Jassny Decl. Ex. 3 (Deed of Trust, Promissory Note, and supporting documentation): An earlier 

e-mail memorandum concerning Ms. Cantwell’s transaction stated that the Bank was taking the 

deed of trust out of “an abundance of caution as she qualifies to borrow on an unsecured basis.”’ 

- See Jassny Decl. Ex. 4 (e-mail memo from Stephen Burnett to Carla Haddow, 9130199). Ms. 

8 The first deed oftrust was financed through Washington Mutual Bank. 

3 
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Cantwell had purchased her residence in March 1998 for a contract price of.$342,000. 

. Jassny Decl. Ex. 5 (closing statement). 

At the time the second deed of trust was taken, Ms. Cantwell’s net worth exceeded 

million, more than sufficient to support an unsecured line of credit for $70,000. Jassny Decl. 

Ex. 4. However, by use of the second deed of trust - in support of a home equity loan - Ms. 

Cantwell could potentially take advantage of certain income tax benefits that other stock 

collateral did not offer. This second deed of trust was placed at the request of Ms. Cantwell and 

her accountant. The second deed of trust, therefore, was unnecessary to the underwriting process 

and was added to benefit the borrower, not the lender. 

When the second deed of trust was given in December 1999, the interest rate on the line 

of credit was reduced to U.S. Bank’s Prime Rate. That reduction was “in keeping with W.S. 

Bank’s] current home equity line programs” for borrowers with Ms. Cantwell’s high net worth. 

- See Jassny Decl. Ex. 4. For example, see the “US Bank Credit Rates’’ for “Home Equity Lines” 

dated December 2, 1999, attached as Exhibit 6 to the Jassny Declaration. 

In July 2000, the $70,000 credit line was increased to $600,000, evidenced by a written 

Promissory Note, subject to a June 4,2001 due date as reflected on the Note. See Jassny Decl. 

Ex.7 (Promissory Note and Disbursement Request and Authorization). The interest rate 

remained at U.S. Bank’s Prime Rate. The loan approval documentation noted the second deed of 

trust earlier taken by the Bank: ‘‘Underwritten as unsecured but a 2”d DOT filed on primary 

residence at 904 7’ Avenue South, Edmonds, W A  98020. Title insurance, appraisal, and 

verification of homeowner’s insurance continue to be waived.” See Jassny Decl. Ex. 8 (US Bank 

Commercial Loans Waiver, Amendment and Modification) (emphasis added). 

4 



f h _-. .. 
I”-.. ; ’ )  - j  

. I  

. .  ... , 
.,I ’ 

:. .. . ., . ’ . .  
- . e  ....._... . . : . .  . .  
. . ..1 . , . . . , 

. .  .... 

_ .  

The increase to $600,000 was recommended by Carla Haddow, the Bank Account 

Executive, i.e.. the lending officer, and approved by James Sheely, the Business Line Manager. 
e 

The approval also noted that the borrower was in the process of exercising approximately 

million in stock options and would be’ depositing additional b d s  with the Bank’ Jassny 

Decl. Ex. 8 and Ex. 9 at 6 (Tax Analysis Plus Worksheet). 

In accordance with the giving of this second deed of trust, the Schedule C-1, dated 

January 25,2001 and filed by the Maria Cantwell for Senate committee, reflected that the line of 

credit was secured by Ms. Cantwell’s personal residence, with an estimated value of $375,000 - 

a modest increase fiom an earlier appraisal valuing the property at $345,000. Schedule C-I; 

Jassny Decl. Ex. 10 (Loan Information Sheet). In fact, the estimated $375,000 value as of 

January 25, 2001 was substantially below a formal appraisal of the residence one month later, 

which placed the value of the property at $525,000. See Jassny Decl. Ex. 11 (appraisal dated 

February 22,2001). 

On the increase in the credit line to $600,000, sources of repayment were Ms. Cantwell’s 

income and sale of liquid assets (i.e., stocks). 

Financial Statement Recap Sheet’’ showed that Ms. Cantwell’s net worth exceeded 

Jassny Decl. Ex. 8 at 2. The “Personal 

million 

as of July 21, 2000. See Jassny Decl. Ex. 9 at 1. Using the Private Financial Services 

Underwriting Guidelines (“the Underwriting Guidelines”), Ms. Cantwell substantially exceeded 

the underwriting criteria for an unsecured loan. 

The Underwriting Guidelines, which were applied to all loans of the size and type 
1 

extended to Ms. Cantwell, require the borrower to meet the following criteria: 
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At the time the line was increased to $600,000, Ms. Cantwell more than met the liquidity test at 

million '- more .than times the amount of the loan.. She. plainly. possessed: the financial 

. ' which significantly 

' ' ' , 

. . .. resources to repay the 'loan fiom liquid assets. Her Beacon Score was 

exceeded the point minimum? As the loan approval document indicates, the increase in the 

credit line to $600,000 clearly complied both with U.S. Bank Credit Policy and Underwriting 

Standards and the Underwriting Guidelines. See Ex. 8. 

B. Ms. Cantwell's $4 Million Line of Credit with U.S. Bank. 

In September 2000, US. Bank and Ms. Cantwell entered into a separate'loan . .  agreement, 

;for a line of credit' in the 'amount of $4 million. See Jassny Decl. Ex. '12 (letter. agreement). . A . 
. .  

written Promissory Note made the loan subject to a March 15,2001 due date. See Jassny Decl. 

Ex. 13 (Promissory Note, Disbursement Request and Authorization, Commercial Security 

Agreement, and Commercial Pledge and Security Agreement). The interest rate was a variable 

. rate at U.S. Bank's Prime Rate. The loan was made specifically for advertising, media, and 

promotions associated with Ms. Cantwell's candidacy for U.S. Senate. The loan was 

6 
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; . collateralized by shares of stock valued in’excess of‘ ’ ’ ’ million as of  August 23,’2000.. Ms. . , . .  ’ # ._ 
. .  

. .  . .  

’ Cantwell obtained approval fiom the stock issuer’s legal counsel (Real Networks) to liqidate in‘’ ‘ 

excess of \ 
collateral, therefore, wasl:‘ , 

. .  . .  
i .  

million worth of stock if necessary - more than sufficient to repay the loan. Liquid . 

times the loan amount; her total liquid net worth was\ . .  .: . . ,. times 
. .  

. . ,‘ 

. .  . .  
. .  . .  . . .  

. .  
. .  

. .. . .  . .  
the loan ,amount,. 

C. The Interest Rate on Both Loans. 
. .  

The interest rate on both loans - U.S.: Bank’s Prime Rate - was the usual. and customary’ ’ 

, .  
:. . . .  . . .  . 

, . .  . ’ . .  

‘rate for. the category, of loan involved, i.e;. lines of credit to Private Banking clients, ‘In fact, : 
many loans in this same. category. were made at a lower rate of interest than that’charged Ms. : 

. - .  . . 

’ . 

. .  
. .  . .  . ; .. 

- .  

Cantwell. 

, In response to the Complaint, .‘U.S. Bank has undertaken a review . .  of lines of credit ’ . . .  . . 

extended within the last two years in the same general ranges as Ms;.Can~well’s loans, k, 

$500,000 to $1 million and $2 million to $5 million.4 Of numerous lines’ of, credit. in the . 

$5Q0,000 to $1,000,000 range, 20 lines (from Seake and Bellewe, . .  Washington:and Po.rtland; 
. .  . .  

. Oregon) with pricing similar. to Ms. Cantwell’s line :of credit are. included% a “Pricing 

.’ Comparison” attached to the Jassny Declaration as Exhibit 14. Nearly all lines of’,credit in the $2. # .  . .  . .  

, . million, to $5 million range (for the .same geographic locations) also are included. in the , “ 
. .  

- .  
’ . . comparison (a total of 18 lines). In sum, the Pricing; ComDarison shows that 95 Dercent of all’the . ’ . 

loans were at U.S.. Bank’s PrimeRate or less. 

. .  

. .  
. .  

. .  . .  . .  

. .  . .  
~ ~ 

The “Beacon Score” is a type of rating, which assesses a borrower’s likelihood of repaying a 
loan. The score, based on data available in a borrower’s credit report, measures the relative 
degree of risk a potential borrower represents to the lender. 

The representative lines of credit were taken fiom all major Pacific Northwest region “teams” 
at U.S. Bank, and reflect those lines extended to clients similar to Ms. Cantwell, based on the 
following characteristics: type of borrower (individual or family LLC, and not businesses), 
collateral (generally unsecured or stock secured), net worth, and liquidity. 

0 . 
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.The pricing comparison clearly demonstrates 

that U.S. Bank’s Prime Rate, or a lower rate, is customary for lines of credit extended to 

borrowers evidencing financial characteristics similar to Ms. Cantwell’s. 

Awument 

I. THE LOANS FROM U.S. BANK TO MS. CANTWELL DO NOT VIOLATE THE 
ACT OR COMMISSION REGULATIONS. 

Commission regulations provide that a loan of money by a qualified bank, such as U.S. 

Bank, is not a contribution by the lending institution if the loan is made in’accordance with 

applicable banking laws and regulations and is made in the ordinary course of business. 

11 C.F.R. 6 100.7(b)(ll). Under Commission regulations, “lines of credit are considered bank 

loans, to be treated in the same manner as other loans fiom lending institutions.” 56 Fed. Reg. 

671 18, 671 19 (Dec. 27, 1991); see also 11 C.F.R. 0 100.7(b)(l l)(i). As explained below, U.S. 

8 
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the $600,000 line of credit expressly cautions that she was not receiving the Bank’s lowest rate: 

. ‘Bank extended the subject lines of credit to Ms. Cantwell in compliance with applicable laws and 

regulations, in the ordinary course of a long-standing’ business relationship. She received no 

preferential treatment fiom the Bank. Accordingly, the Commission should take no action on the 

Complaint. 

A. The Loans to Ms. Cantwell Were Made in the Ordinary Course of Business. 

Commission regulations provide that a c‘loan will be deemed to be made in the ordinary 

course of business if it [ 11 bears the usual and customary rate of interest of the lending institution 

for the category of the loan involved,’ [2] is made on a basis which assures repayment, [3] is 

evidenced by a written instrument, and [4] is subject to a due date or amortization schedule.” 11 

C.F.R. 6 100.7(b)(ll); see 2 U.S.C. 6 431(8)(B)(VII). 

Here, all four requirements were met. Both loans to Ms. Cantwell were made in the 

ordinary course of business - indeed, they were made in the course of the Bank’s long-standing 

relationship with Ms. Cantwell. 

First, both loans carried ‘‘the usual and customary rate of interest of the lending 

institution for the category of the loan involved.” Private Financial Services clients with 

substantial net worth - such as Ms. Cantwell - were entitled to loans at U.S. Bank’s Prime Rate 

or lower. See Ex. 4 (9/30/99 e-mail memo stating “I also want to drop [Ms. Cantwell’s] rate to 

Prime. The pricing 

comparison attached to the Jassny Declaration amply establishes this fact. 

This is in keeping with our current home equity line programs.”). 
- 

Furthermore, the Disbursement Request and Authorization signed by Ms. Cantwell for 
. .  

9 
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LOAN TYPE. This is a Variable Rate (at Lender’s Prime Rate. Tliris is the rate 
of interest which Lender from time to time establishes as i ts  prime Rate and i s  
not, for exampk, the lowest rate of interest which Lender coUecis from my 
borrower or class of borrowers), Revolving Line of Credit Loan to an individual 
for $600,000 due on June 4, 2001. This is a secured renewal of the following 
described indebtedness: THAT CERTAIN PROMISSORY NOTE EXECUTED 
BY BORROWER ON DECEMBER 16,1999, IN THE ORIGINAL AMOUNT 
OF $70,000.00 AS IT MAY HAVE BEEN AMENDED OR RENEWED FROM 
TIME TO TIME (THE NOTE). 

Jassny Decl. Ex. 7 (emphasis added). The Disbursement Request and Authorization for the $4 

million credit line carried the same disclaimer. See Jassny Decl. Ex. 13. 

-9 Second the loans we=- made on a basis that “gsures repayment.” A loan is considered 

to be made on such a basis if, when it is obtained, the lending institution has either (1) perfected 

a security interest in collateral owned by the candidate receiving the-loan (and the fair market 

value of the collateral is either equal to or greater than the loan amount), or (2) obtained a written 

agreement whereby the candidate receiving the loan ‘has pledged future receipts as payment on 

the loan (or a combination of the two). See 11 C.F.R. 50 100.7(b)(ll)(i) and 

100=7(b)(l I)(i)(A)(l), (B). 

The Complaint challenges only the collateralization of the $600,000 line of credit 

extended to Ms. Cantwell.’6 As the Bank records attached to the Jassny Declaration show, this 

loan was underwritten by the Bank as unsecured and based on Ms. Cantwell’s substartial net 

worth in excess of million at the time - more than times the line of credit. The second 

deed of trust that U.S. Bank took on Ms. Cantwell’s personal residence, which the Bank 

perfected as a security interest, partially collateraljzed the $600,000 line of credit. See Jassny 

Decl. Ex. 10. 

10 
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The hct that the S600,OOO- loan was only partially secured does not adversely affect Ms. .’- 

Cantwell or the Bank, as the Complaint misleadingly and erroneously suggests. Rather, 

Commission regulations provide an alternative means for a loan to satis@ the “assures 

repayment” requirement. Those regulations expressly require’the Commission, in the absence of 

a perfected security interest or pledge of hture receipts, to “consider the totality of the 

circumstances on a caseby-case basis in determining whether a loan was made on a basis which 

assures repayment.” 1 1 C.F.R. 0 100.7@)( 1 l)(ii). 

As the Commission explained in promulgating the “totality of the circumstances on a 

case-by-case basis” regulation: . 

Paragraphs (b)(l l)(i)(A) and (€3) Ti.e.. addressing security interests and 
pledges of fbture receipts] provide avenues that, if followed, would clearly meet 
the “assurance of repayment” standard. ParaDaph fi)(l l)(ii) leaves open the 
possibility that other approaches, such as loans guaranteed in whole or in part by 
the borrower’s signature, which are not specified in the rules. will also be found to 
have met this standard in specific cases. 

Explanation and Justification, Loans fiom Lending Institutions to Candidates and Political 

Committees, 56 Fed. Reg. 671 18,671 19 (December 27, 1991) (emphasis added). 

Here, the Bank properly approved the increase in the line of credit to $600,000, as 

partially secured and guaranteed by Ms. Cantwell’s signature, based on the totality of the 

circumstances. As the loan file explains: 

Recommend an immediate increase in existing revolving line of credit from $70M 
to $600M to fund media campaign next week. Maria is on an unpaid leave of 
absence fiom her position as Senior Vice President of Real Networks. She is 
running for a U.S. Senate seat. . . . Upon her election to the U.S. Senate, her leave 
will be terminated. The line originated 9/97 for $50M for business investments. 
Other than to increase commitment by $530M, there will be no other changes. 
Current pricing will continue to be Prime + 0%, no loan fee. Interest only 
monthly, all due at maturity, 6/4/01. Underwritten as unsecured but a 2”d DOT 

’ 

~~ 

As set forth supra, the $4 million line of credit was collateralized by stock valued in excess of 
million. 

11 
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filed on ~rimary residence at 904 7’ Avenue South. Edmonds. W A  98020. Title 
insurance, appraisal and verification of homeovr;ner’s insurance continue to be 
waived. 30 day payout requirement waived based on collateral pledged. 

Maria is exercising some of her stock options with next week 
(August 1) and will bring in the h d s  for deposit. We will most likely have’a 
minimum of 

:: ’ -  

. * of Maria’s h d s  on deposit by year end. . . . 

Jassny Decl. Ex. 8 (emphasis added). It is clear, therefore, that in increasing the existing credit 

line, the Bank considered the circumstances of its long-standing relationship with Ms. Cantwell, 

including her substantial assets and ability to repay, and showed her no preferential treatment. 

The financial analysis attached to the loan approval shows her net worth to ,exceed million - 

or more than times the amount of the loan. She was in the process of exercising an additional 

million worth of stock options. Her total liquid assets exceeded her total liabilities by over 

percent. See Jassny Decl. Ex. 9. With this substantial liquid net worth it is patently 

absurd for the Center to suggest that the Bank lacked access to sufficient assets to assure 

repayment of the loan. 

. 

Although the Complaint purports to reference controlling regulations, and quotes fiom 

the Commission’s regulations with respect to the existence of a security interest, reference to the 

“totality of the circumstances” standard is conspicuously absent. Furthermore, the Complaint 

completely ignores Box F on Schedule Cy which specifically states that “[rleliance on borrower’s 

net worth” is the basis on which repayment of the loan is assured. 

Below, in Section I.B., we discuss Commission precedent squarely establishing that, 

under the totality of the circumstances present here - including Ms. Cantwell’s long-stariding 

relationship with U.S. Bank, her high net worth, and substantial liquidity - the loan was made on 

a basis that assures repayment. 

12 



Third, each 10an.was evidenced by a written instrument, i.e.. a Promissory Note.. & .  

Jassny Decl. Exs. 7 and 13. 

Fourth, and M l y ,  each Promissory Note made the loan subject to a due date (& June 4, 

2001 and March 15,2001, respectively). 

Accordingly, the U.S. Bank loans to Ms. Cantwell were made in the ordinary course of 

business, and no action on the Complaint is warranted. 

Bo Commission Precedent Squarely Supports the Loans to Ms, Cantwell. 

Commission precedent interpreting and applying the controlling regulation here - 
11 C.F.R. 6 100.7(b)(ll) - l l l y  supports the conclusion that both loans were made to Ms. 

Cantwell in the ordinary course of business. That precedent also addresses the “totality of the 

circumstances” standard of 11 C.F.R. 6 100.7(b)( 1 I)(@, and plainly demonstrates that the 

increase in the existing line of credit to $600,000 was made on a basis that assures repayment. 

1. Advisory Opinion 1994-26. 

In a case with facts closely analogous to those present here, the Commission concluded 

that the extension of an unsecured line of credit to a candidate was made in the ordinary come 

- of business - including the determination that the totality of the circumstances satisfied the 

“assures repayment” standard. That precedent - Commission Advisory Opinion No. 1994-26 

(Sept. 26, 1994) (“Opinion 1994-26”) - should guide and control the Commission’s decision 

here. Acopy of Opinion 1994-26 is attached at Tab B. 

Like the present matter, Opinion 1994-26 involved the application of the Act and 

Commission regulations to the use of h d s  for a congressional campaign fiom revolving lines of 

credit. The borrower had held the lines for several years, and was required to repay on an 

installment basis at a certain rate of interest. The lines were granted on the basis of. the 
0 
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borrowe+s credit; he was the sole owner of and no other person was jointly or severally liable on 

any portion of.the accounts. Notably,, the lines were not secured by any collateral or pledge of.’ 
. .  

‘future receipts. . .  

’ After reviewing the law discussed above, the Commission considered the proposal to use . .  . . . 

. .  

the lines of credit under the ‘‘case-by-case option” set forth at 11 C.F.R. 3 100.7@)(1 l)(ii).. In , ’  

conducting its analysis, the Commission noted that the lines .of credit .were. based. on the .’ 

. .  

, , 

candidate’s personal financial status, and issued “years, ago, . significantly preodating. [the :. 

candidate’s] candidacy by at least five years, and are evidence of a longstanding relationship 

’ 

, . $5O,O.Q-O ‘line of credit was issued in 1997 - long before Ms. Cantwell’s candidacy for the U.S. 

between the lending entities and.[the, candidate].” That is’ also is the case here in that the original ; . 

. .  . .  

, Senate - and is evidence of her longstanding relationship with U.S. Bank. . 
. .  

. . ’  
. .  Moreover, the terns ofthe agreements - e.g., the interest rates and other provisions for 

repayment - did “not appear to be out of the ordinary or unduly favorable to” the borrower. 

Documents that that candidate submitted indicated that the agreements were “standard lines of 

credit issued by the bank for other customers.” The Jassny Declaration and the Pricing 

Comparison submitted with it clearly and unequivocally establish that the terms of Ms. 

Cantwell’s two lines of credit from U.S. Bank were’ standard loans for all Private Banking clients ’ . . , . .  

‘. 

. .  

. with substantial. net worth, such as Ms. Cantwell. As the Pricing Comparison shows, 95 Dercent . ; ’. 
. _  

. .  . 

of representative lines of ,credit extended: to U.S. Bank clients with financial. characteristics . .  

. .  . .  
. .  . .  

’ similar to’MS. Cantwell’s were made at U.S. Bank’s Prime Rate or lower. 
_ .  

Accordingly, in Opinion 1994-26, the Commission concluded. that.. “based, on the :pre-. 

existing and longstanding nature of these arrangements, as well as their terns” the lines of credit 

were extended on a basis that assured repayment, and the candidate’s use of the lines did not . 

‘ 

.. . _  

- 
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violate 1 1 C.F.R 0 100.7(b)(ll). There is ‘no ‘me- distinction between the situation ’ ’- 

presented here and that presented in Opinion 1994-26. Accordingly, the Commission should 

also find that the Bank violated neither the Act nor Commission regulations in its dealings with 

Ms. Cantwell, and decline to take action on this matter. . .  

2. 

Additionally, the First General Counsel’s Report in MUR 431 1 and MUR 4327 (Oct. 3, 

1996), which addressed the “totality. of the circumstances” standard of 11 C.F.R. 

6 100.7(b)(l l)(ii), also supports the conclusion that the Complaint is without merit and warrants 

no action. A copy is attached at Tab C. 

First General Counsel’s Report in MUR 4311 and M”R 4327. 

In MUR 431 114327, the complainant alleged that the candidate’s committee, and the 

candidate himself, accepted a bank loan in the amount of $1 5,000 to the candidate, which did not 

comply with the Commission’s regulations regarding such matters. The bank conducted a 

customary review of the loan documents completed by the borrower, including the financial 

statement of the candidate and his wife. The bank ran a credit check and evaluated several 

criteria in relation to the candidate and his wife, concluding that a signed promissory note was a 

sufficient assurance that the loan would be repaid. Report at 1 1. 

The Commission’s General Counsel applied several factors, including those referenced in 

Opinion 1994-26, in considering whether the totality of the circumstances indicated that the lines 

of credit would meet the assurance of repayment. Those factors included the borrower’s income 

and net worth, other outstanding debts, the TRW national risk score, the bank’s internal 

underwriting score, homeowner status, good character, and the size of the loan. The General 

Counsel noted that an evaluation of those factors would have provided the bank “with sufficient 

evidence of whether it could expect that the loan would be repaid.’’ Id. at 22. 

1s 



Such an evaluation of Ms. Cantwell’s income (anticipated at million from stock 

options), her substantial net worth (ii excess of million), the UndeTWriting analyses and risk 

score, her residence as security, her impeccable characterand reputation, and her long-standing 

relationship with the Bank more than justify the extension of the partially unsecured line of 

credit. Indeed, in reaching its decision to increase Ms. Cantwell’s line of credit, the Bank 

conducted the very type of analysis that was considered sufficient to determine assurance of 

repayment in MUR 43 1114327. That analysis is clearly demonstrated in the Bank records 

attached to the Jassny Declaration. 

In MUR 43 1 1/4327, the General Counsel concluded that there was insufficient evidence 

to assure repayment of the loan. But that finding was based on factors that are wholly absent 

here, as well as a failure to provide necessary documentation fiom the lenders. We have attached 

substantial documentation and supported the Bank’s position on the subject loans. 

In MUR 43 11/4327, unlike the present case, the loan was obtained with the signature of 

the candidate’s wife; the account was not wholly-owned- by the candidate. id. Here, Ms. 

Cantwell alone obtained the challenged loans, solely based on her substantial income, net worth 

and high liquidity. 

Additionally, unlike the present case, there was no evidence that the candidate had any 

prior relationship with the bank; indeed, the candidate’s campaign committee depository was . 

maintained at another. bank. Id. Not so here; Ms. Cantwell had a long-standing and successfhl 

relationship with U.S. Bank. She maintained an interest-bearing checking account with the Bank 

since 1995, maintained a substantial money market account, utilized the Bank’s Trust 

Department, and has two campaign accounts with the Bank. 

16 
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Thus, the factors in MUR 431 1/4327 that called into question the assurance of repayment 

are utterly absent here. 
a, 

Significantly, in MUR 43 1114327, the General Counsel wrote that “[fJor the ‘totality of 

the c&umstances’ to demonstrate that repayment is assured, Respondents must produce enough 

information for the Commission to be able to exercise its own judgment as to the propriety of the 

loan.” Id. at 22. Although the bank “provided a copy of the promissory note,” it did “not 

provide[] any documents or other information which demonstrates how consideration of [the 

lending criteria] supported the loan.” Id. at 12. The Commission concluded that the respondents 

“failed to provide the Commission with enough information with which to evaluate the bank’s 

decision.” Id. at 22. 

Here, in sharp contrast, through the Jassny Declaration and attached supporting 

documentation, U.S. Bank unquestionably has produced, sufficient information for the 

Commission to assess the propriety of the loan. Not only has the Bank submitted the Promissory 

Notes, it has provided detailed internal loan files for Ms. Cantwell, which illuminate the well- 

supported grounds for the decision to increase the existing credit line. 

Conclusion 

Reasonable and fair-minded consideration of all the information presented by U.S. Bank 

amply demonstrates that the loans to Ms Cantwell were made in the ordinary course of business 

and fully complied with the Act and Commission regulations. That information shows: (1) each 

loan carried the usual and customary rate of interest for Private Banking clients such as Ms. 

Cantwell; (2) viewing the “totality of the circumstances,” the unsecured portion of the $600,000 

line of credit was extended on a basis that assures repayment; (3) each loan was evidenced by a 

written instrument; and (4) each loan was subject to a due date. a 
17 
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For all the preceding reasons, the Commission should conclude that U.S. Bank's loans to 

Ms. Cantwell complied with the Act' and applicable regulations and take no action on the 

Complaint. 

Respectfblly submitted, 

SQUIRE, SANDERS & DEMPSEY L.L.P. 
1201 Pennsylvania Ave., N.W. 
P.O. Box 407 
Washington, D.C. 20044-0407 
(202) 626-6600 

Attorneys for Respondent U.S. National Bank 
Association 

Dated: May 3 1,2001 

. .  
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BEFORE THE UNITED STATES 
FEDERAL ELECTION COMMISSION 

1 .  
In the Matter of: 1 ‘  

Senator Maria Cantwell; 

Maria Cantwell for Senate; and ) 

U.S. Bank National Association ) 

1 

1 
Respondents 1 

MUR 5198 

.. . 

DECLARATION OF LAUREN JASSNY 

I, Lauren Jassny, declare under oath as follows: 

1. I am a Senior Vice President and Credit Risk Officer with Respondent U.S. Bank 

National Association-(hereinafter “U.S. Bank” or “the Bank”). In this capacity, I serve as a 

credit manager in the Private Financial Services Department. I am responsible for the quality of 

bank loan portfolios in a six-state geographic area within the Private Financial Services 

. Department. The Department provides Private Banking services to individuals whose primary 

incomes and/or liquidity exceed and whose net worth 

exceeds . These services include private select checking, money market and savings 

options, cash management, Visa and debit cards, credit lines and loans, real estate loans, and 

international banking, trust investment and estate planning services. 

2. 

relevant loan 

declaration in a 

This declaration is based on both my personal knowledge and my review of 

records. I also have read the Complaint filed in this matter. I submit this 

support of U.S. Bank’s demonstration that no action be taken because U.S. Bank ’ 



did not violate either Federal Election Commission regulations or any.statutes .governing federal 

elections' U.S. Bank made the loans referenced in the Complaint to Maria Cantwell in the 
'. 

ordinary come  of a long-standing i d  successfd customer relationship. The loans were made at 

interest rates usual and customary for the category of loans involved, they were made on a basis 

that assured the Bank of repayment, and they were evidenced by f o d  Promissory Notes 

payable on a fixed date. The loans at issue met or exceeded the.Bank's existing underwrithg 

standards to which all loans are measured. No preferential treatment was provided to MS. 

Cantwell. 

. .  

J 

\ 

3. The Bank's relationship with Ms. Canwell dates back to 1995. She has 

traditionally used US. Bank for banking as well as trust services. From 1995 to the present, she 

has maintained an interest bearing checking account. She also has two campaign accounts with 

the Bank. Ms. Canwell also maintained a money market account with the brokerage arm of U.S. 

Bank, with substantial balances. In all of our dealings with Ms. Cantwell, all obligations have 

been met. 

4. The $600,000 line of credit referenced in the Complaint originated in September 

1997 as a $50,000 line of credit to Ms. Cantwell personally. This preceded her candidacy for the 

U.S. Senate by several years. The line of credit was underwritten and extended to Ms. Cantwell 

as an unsecured loan based upon then existing underwriting standaids and with reliance on Ms. 

Cantwell's income and substantial net worth. Ex. 1. This $50,000 line of credit remained in 

place until February 1998 when it was increased to $70,000. 

.. - 

Ex. 2. 

-2- 



5: In December 1999, the loan files reflect that a second deed of trust on Ms.’ ’ 

. .  

Cantwell’s personal residence was taken as security for this line of credit, in lieu of stock. 

Ex. 3. An earlier e-mail memorandum concerning Ms. Cantwell’s transaction stated that the 

e 

Bank was taking the deed of trust out of “an abundance of caution as she qualifies to borrow on 

ll 

an unsecured basis.” Ex. 4. (The first deed of trust was financed through Washington 

Mutual Bank.) Ms. Cantwell had purchased this residence in March 1998 for a contract price of 

$342,000. Ex. 5. 

6.  At the time the second deed of trust was taken, Ms. Canbvell’s net worth 

exceeded million, more than sufficient to warrant an wisecured line of credit for $70,000. 

- See Ex. 4. The file also reflects that by giving the second deed of trust - in support of a home 

equity loan - Ms. Cantwell could potentially take advantage of certain income tax deductions 

that other stock collateral did not offer. The second deed of trust was unnecessary to the 

underwriting process and was added to benefit the borrower, not the lender.. Also at that time, in 

December 1999, the interest rate on the loan was reduced to U.S. Bank’s Prime Rate “in keeping 

with our existing home equity line programs” for borrowers with Ms. Cantwell’s high net worth. 

- See Ex. 4. For example, see the attached “US Bank, Credit Rates’’ for “.Home Equity Lines” 

dated December 2,1999, attached as Exhibit 6. 

7. In July 2000, the above-referenced $70,000 line of credit was increased to 

$600,000, evidenced by a written Promissory Note subject to a June 4,2001 due date as reflected 

on the Note. Ex. 7. The interest rate remained at U.S. Bank’s Prime Rate. The loan 

approval document states: “Underwritten as unsecured but a 2”d DOT filed on primary residence 

-3- 



at 904 7fh Avenue South, Edmonds, W A  98020. Title insurance, appraisal, and verification of 

homeowner’s insurance continue to be waived.” See Ex. 8 (emphasis added). 
a 

8. The increase to $600,000 was recommended by Carla Haddow, the Bank Account 

g 

Executive, i.e.. the lending officer, and approved by James Sheeley, the Business Line Manager. 

The approval also noted that the borrower was in the process of exercising approximately , _ _  . 

million in stock options and would be depositing additional h d s  with the Bank. See Ex. 8 and 

Ex. 9 at 6. 

9. In accordance with the giving of this second deed of trust, the Schedule C-1 later 

filed by the Maria Cantwell for Senate committee reflected that the line of credit was secured by 

Ms. Cantwell’s personal residence, with an estimated value of $375,000 - a modes: increase 

fiom ’an earlier appraisal valuing the property at $345,000. See Ex. 10; Schedule C-1 . In fact, 

the estimated $375,000 value was substantially below the appraised value of the residence as of 

February 22,2001, which placed the value of the property at $525,000. See Ex. 1 1. 

10. In underwriting the credit line increase to $600,000 as unsecured, the Bank relied 

upon the substantial net worth of Ms. Cantwell. Sources of repayment were her income and sale 

of liquid assets stocks). The “Personal Financial Statement Recap Sheet” showed that Ms. 

Cantwell’s net worth exceeded million as of July 21, 2000. See Ex. 9. .Using the Private 

Financial Services Underwriting Guidelines, Ms. Cantwell substantially exceeded the 

underwriting criteria for an unsecured loan. 

. .  

I 
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. .  

1 1. The above-referenced Underwriting 

./-\ 
i. ) .  . 

Guidelines, which were applied to all loans , . 

. _ .  . .  

of this size and type, require that the following criteria be met: 
. .  

. .  . .  

. .  

At the' time the line was increased to.$600,000, Ms. Cantwell met the liquidity test at 
. .  

_ .  
. million. Her Beacon Score was which significantly exceeded the point minimum.' .The 

loan' approval 'document clearly indicates that the increase complied both with U.S. Bank Credit 

. .  

Policy and Underwriting Standards as well 

Repayment of this loan was assured based 

assets valued at more than times 

as the applicable. Underwriting 'Guidelines. See .Ex. 8. 

upon Ms. Canbvell's high net worth, .including' liquid 

the amowt of the loan. Ms. Cantwell, 'therefore, had 
\ .  

. .  
. .  . .  

' the financial resources to repay the loan fiom liquid assets. 

. .  12. " In' September 2000, US. Bank and Ms. Cantwell' entered into a separate loan 

agreement in *e amount of $4 million. See Ex. 12. A written Promissory Note made the loan 

subject to a March 15,2001 due date. Ex. 13. The interest rate was a variable rate at U.S. 

0' . 2  The "Beacon Score" is 
loan. The score, 'based 
degree of risk a ,potential 

a type of rating, which .assesses a 
on data available in .a borrower's 
borrower represents to the lender. 

borrower's likelihood of repaying a 
credit report, measures'the relative , . 

. 



. .  

, _  

' ' Bank's I " Prime Rate. ' Theloan was mac 
. .  

. .  

i specifically ' for lac dertising, mec 
. .  

. .  

. .  
ia, .an( . .  promotions .. . ' . '  . . . 

. .  
associated with her candidacy for U.S. Senate., Thejoan was collateralized by shares of stock ' 

valued in excess of '5 . " million as of August;23, 2000: Liquid collateral, &erefore,'was/ ' . . . '  . ' : . . 

times the loan amount; total liquid net worth wasi 
. .  

! 

. times the loan amount.' Ms'. Canwell 
. :  

. .  

obtained. approval from ,the stock issuer's' legal counsel (RealNetworks) to liquidate in excess of , 

+ million worth 'of, stock if necessary - more than sufficient to repay the loan.. A . .  detailed ' ' . 

analysis of the sufficiency of the collateral was-part of the underwriting process of this loan. 

13.' . The interest rate on both loans - U.S. Bank's Prime Rate - 'was the 'usual .and ' . . . ' 

customary rate for the category of loan involved. In fact, many loans in this same: category'were 
. .  

. .  . .  

made. at a lower rate of interest than that charged Ms. Cantwell. ' A "Pricing Comparison" of ' . ; 
. .  

lines of credit made &thin the last two years in the same general ranges as Ms.'Cantwel.l's loans, 

i&, $500,000 to $,1 million and $2 million to $5 million,. is attached as Exhibit M3 Of ' 

numerous lines of credit in the:.$500,000 to' $1,000,000 range, 20 lines @om Seattle and , 

Bellevue, Washington and Portland, Oregon) with pricing similar to Ms. Cantwell's line of credit 

are included. Nearly all lines of credit in the $2 million to $5 million range (for the same 

geographic locations) also are included in the comparison (a .total of 18 lines). In sum, 

Pricing ComDarison shows that 95 Percent of all the loans were at U.S. Bank's Prime Rate or less. 

. .  

The representative lines of credit were taken from all major Pacific Northwest region "teams" . 

at U.S. Bank, and reflect those lines extended to clients similar to Ms. Cantwell, based on the 
following characteristics: type of borrower (individual or family LLC, and not businesses), , 

collateral (generally unsecured or stock secured), net worth, and liquidity. 

. 
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. .  

. .  

. .  

. .  
. .  

. .  
. .  

. .  + 
'. Overall, therefore, 36 out of the 38 lines shown, or 

95%, were at or below U.S. Bank's Prime Rate. The pricing comparison clearly demonstrates 

. . '  

. .  . .  

that U.S. Bank's Prime Rate, or a lower rate, is customary for lines of credit extended to ' 

borrowers evidencing financial characteristics Gmilar to Ms. Cantwell's. . .  

. .  

' .  
I declare under penalty of perjury that the foregoing is true and correct to the best of my . 

. ' .  

. .  

knowledge and belief. 

Sworn in, before me this + 2o01- 
SO& day of 

. .  
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Source: All Sources : Legislation & Politics : U.S..CamDaign : Federal Cammian Finance : Federal Election 

Terms: 100.7(b)(l l)(ii) (Edit Search) 
Commission Advisory Opinions I . .  

'FEC Advisory Opinions, SEPTEMBER 26, i994 

Copyright 1994 LEXIS-NEXIS, a division of 
Reed Elsevier Inc. All rights reserved. 

Federal Election Commission Advisory Opinions 

SEPTEMBER 26,1994 

OPINION-NO: 1994-26 

REQUESTOR-NAME: S C O n  DOUGLAS CUNNINGHAM' 

ADDRESS: S C O T  DOUGLAS CUNNINGHAM CAMPAIGN COMMIlTEE 
4917 EVERGREEN 

.. BELLAIRE, TX 77401 

BODY: 

DEAR MR. CUNNINGHAM: 

THIS RESPONDS TO YOUR LETTERS DATED JULY 18 AND JULY 21,1994, AS SUPPLEMENTED 
BY INFORMATIONAL LmERS,  REQUESTING AN ADVISORY .OPINION CONCERNING THE 
APPLICATION OF THE FEDERAL ELECTION CAMPAIGN ACT OF 1971, AS AMENDED ("THE 
ACT"), AND COMMISSION REGULATIONS TO THE USE OF FUNDS FOR YOUR CAMPAIGN FROM 
REVOLVING LINES OF CREDIT HELD BY YOU FOR A NUMBER OF YEARS. 

YOU ARE A HOUSE CANDIDATE FROM THE 22ND DISTRICT OF TEXAS. YOU FILED AS A 
CANDIDATE ON JANUARY 18, 1994. B t E E N  1985 AND 1989, YOU OPENED LINES OF 
CREDIT WITH TWO BANKS AND ANOTHER LENDING E N m .  FOR THE PAST THREE TO FOUR 
YEARS, THE LINES HAVE BEEN AT A LEVEL OF $20,000 EACH, AND THEY REMAIN AT THAT 
LEVEL. YOU ANTICIPATE MAKING DRAWS ON THESE LINES UP TO $50,000 TO COVER 
EXPENDITURES FOR GRAPHICS, PRINTING, ADVERTISING, AND OTHER CAMPAIGN-RELATED 
EXPENSES. YOU PLAN TO MAKE DRAWS DURING AUGUST, SEPTEMBER, AND OCTOBER, 
1994, I N  INCREMENTS OF APPROXIMATELY $5,000. 

THE LINES OF CREDIT WERE OPENED WITH (1) FIRST REPUBLIC BANK, WHICH BECAME 
NCNB, AND IS NOW NATIONSBANK, (2) CITIBANK READY CREDIT, AND (3) SECURIW 
PACIFIC'EXECUTIVE/PROFESSIONAL SERVICES, WHICH I S  A BANKAMERICA COMPANY. THE 
AGREEMENTS REQUIRE YOU TO REPAY THE LOAN ON AN INSTALLMENT BASIS AT A CERTAIN 
RATE OF INTEREST. YOU STATE THAT THE REPAYMENT TERMS FOR EACH ARE BASED UPON 
QUARTERLY INTEREST RATES OF ROUGHLY THREE PERCENT OR AN ANNUAL RATE OF 12 
PERCENT OF THE OUTSTANDING PRINCIPAL BALANCE. YOU STATE THAT ANNUAL RATE I S  
BASED ON AVERAGE 90 DAY TREASURY BILL FLOATING RATES SO THE ACTUAL QUARTERLY 
RATE MAY VARY PLUS OR MINUS HALF A PERCENT. 

THE LINES OF CREDIT WERE SIGNATURE LINES GRANTED ON THE BASIS OF YOUR CREDIT. 
YOU ARE THE SOLE OWNER OF THE LINE OF CREDIT ACCOUNTS AND NO OTHER PERSON I S  
JOINTLY OR SEVERALLY LIABLE WITH YOU ON ANY PORTION OF THE ACCOUNTS. THE 
SOURCE OF FUNDS FOR REPAYMENT OF THE LINES HAS BEEN AND CONTINUES TO BE 
PERSONAL INCOME DERIVED FROM YOUR LAW PRACnCE. YOU HAVE NEVER USED THE 
LINES PREVIOUSLY FOR CAMPAIGN PURPOSES, AND YOU HAVE NOT USED THE LINES SINCE 
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THE BEGINNING OF THE CAMPAIGN. 
.- . 

YOU WISH .TO KNOW WHETHER BORROWING FUNDS ON THE FOREGOING SIGNATURE LINE. 
OF CREDIT "WHERE THERE EXISTS AN EXECUTED LOAN AGREEMENT DOCUMENTING AN 
OBLIGATION TO REPAY ON A FIXED INSTALLMENT BASIS WITH INTEREST" ENTAILS A 
METHOD THAT ASSURES REPAYMENT WITHIN 11 CFR 100.7[B)[11)[11). YOUR INQUIRY 
MAY BE CHARACTERIZED MORE COMPLETELY AS WHETHER YOU MAY DRAW ON THESE LINES, 
OF CREDIT FOR CAMPAIGN PURPOSES AND HOW SUCH DRAWS SHOULD BE.DISCLOSED. 

COMMISSION REGULATIONS PROVIDE THAT ANY LOAN OF MONEY BY A STATE BANK, A 
FEDERALLY CHARTERED DEPOSITORY INSTITUTION, OR A DEPOSITORY INSTITUTION 
WHOSE DEPOSITS OR ACCOUNTS ARE INSURED BY THE FEDERAL DEPOSIT INSURANCE 
CORPORATION IS'NOT A CONTRIBUTION BY THE LENDING INSTITUTION I F  THE LOAN I S  
MADE I N  ACCORDANCE WITH APPLICABLE BANKING LAWS AND REGULATIONS AND I S  MADE 
I N  THE ORDINARY COURSE OF BUSINESS. 

l/ A LOAN WILL BE DEEMED TO BE MADE I N  THE ORDINARY COURSE OF BUSINESS I F  IT 
BEARS THE USUAL AND CUSTOMARY RATE OF INTEREST OF THE LENDING INSTITUTION FOR 
THE CATEGORY OF LOAN INVOLVED, I S  MADE ON A BASIS WHICH ASSURES REPAYMENT,.IS 
EVIDENCED BY A WRIlTEN INSTRUMENT, AND IS SUBJECT TO A DUE DATE OR 
AMORTIZATION SCHEDULE. 11 CFR 100.7(8)(11). SEE 2 U.S.C. '431(8)(B)(VII). 

' 

COMMISSION REGULA~ONS SPECIW TWO SOURCES THAT WILL MEET THE COMMISSIONS 
STANDARD FOR ASSURANCE OF REPAYMENT. THESE ARE: TRADIllONAL COLLATERAL, WITH 
A PERFECTED SECURrrY INTEREST; AND OTHER SOURCES OF REPAYMENT, INCLUDING 
FUTURE INCOME (E.G., PUBLIC FINANCING FUNDS, FUNDRAISING, AND INTEREST INCOME). 
LOANS WHICH DO NOT MEET THE CRITERIA SET OUT BY THE REGULATIONS FOR THESE TWO 
SOURCES ARE CONSIDERED ON A CASE-BY-CASE BASIS, BASED ON THE TOTALITY OF 
THEIR CIRCUMSTANCES, TO DETERMINE WHETHER THEY WERE MADE ON A BASIS WHICH 
ASSURES REPAYMENT. EXPIANATION AND JUSTIFICATION, REGUIATIONS ON LOANS FROM 
LENDING INSTITUTIONS TO CANDIDATES AND POLITICAL COMMITTEES, 56 FED. REG. 
67118, 67119 (DECEMBER 27, 1991); 11 CFR 100.7(8)(11)(I)(A) AND (B), AND (11). 

ACCORDING TO THE EXPLANATION AND JUSTIFICATION OF THE APPLICABLE REGULATIONS, 
THE RULES FOLLOW.THE APPROACH THAT "(L)INES OF CREDIT ARE CONSIDERED BANK' 
LOANS, TO BE TREATED I N  THE SAME MANNER AS OTHER LOANS FROM LENDING 
INSTITUTIONS." 56 FED. REG. 67118,67119 (DECEMBER 27,1991). SEE ALSO 11 CFR 100.7 
(B)(ll)(I), lOOo8(B)(12)(I), AND 104.3(D)(l). THE LINES OF CREDIT AT ISSUE ARE NOT 
SECURED BY ANY COLLATERAL. ALTHOUGH YOUR PERSONAL INCOME HAS BEEN THE 
SOURCE OF REPAYMENT, YOU HAVE NOT MADE OTHER ARRANGEMENTS REQUIRED BY THE 
REGULATIONS TO ACCOMPANY LOANS MADE ON THE BASIS OF FUTURE RECEIPTS, E.G., THE 
ESTABLISHMENT OF A SEPARATE ACCOUNT TO ACCESS FUNDS OR AN ASSIGNMENT BY THE 
CANDIDATE TO THE BANK TO ACCESS FUNDS. SEE 11 CFR 100.7(B)(ll)(I)(B) (1)-(5). I N  
ADDITION, YOUR REQUEST DOES NOT PRESENT A SITUATION OF LINES OF CREDIT 
PRESENTLY BEING ACQUIRED OR RENEGOTIATED UNDER THESE REGULATIONS. 

YOUR PROPOSAL TO USE THESE UNES OF CREDIT MAY BE CONSIDERED UNDER THE CASE- 

THESE LINES OF CREDIT DO NOT APPEAR TO HAVE BEEN OBTAINED BY YOU FOR THE 
PURPOSE OF INFLUENCING ANY CANDIDACY OR OTHER POUnCAL PURPOSE. THESE LINES 
OF CREDIT, BASED ON YOUR PERSONAL FINANCIAL STATUS, WERE ISSUED YEARS AGO, 
SIGNIFICANTLY PRE-DATING YOUR CANDIDACY BY AT LEAST FIVE YEARS, AND ARE 
EVIDENCE OF A LONGSTANDING RELATIONSHIP BElWEEN THE LENDING ENTITIES AND YOU. 
THE TERMS OF THE AGREEMENTS, E.G., THE INTEREST RATES AND OTHER PROVISIONS FOR 
REPAYMENT (INCLUDING PROVISIONS RELATING TO OVERDUE PAYMENTS, CANCELIATION 
OF THE LINE BY THE BANK, AND ACCELERATION OF PAYMENTS) DO NOT APPEAR TO BE OUT 
OF THE ORDINARY OR UNDULY FAVORABLE TO YOU; DOCUMENTS SUBMI7TED BY YOU 

BY-CASE OPTION PROVIDED AT 11 CFR 100.7(B)(ll)(II). THE COMMISSION NOTES THAT 
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INDICATE THAT THESE AGREEMENTS ARE STANDARD LINES OF CREDIT ISSUED BY THE 
BANK FOR OTHER CUSTOMERS. BASED ON THE PRE-EXISTING AND LONGSTANDING NATURE 
OF THESE ARRANGEMENTS, AS WELL AS THE TERMS, THE COMMISSION CONCLUDES THAT 
YOU MAY MAKE THE PROPOSED DRAWS FOR THE PURPOSES OF YOUR HOUSE CAMPAIGN . 

FROM THE ENTITIES THAT QUALIFY AS DEPOSITORY I N S m O N S  UNDER 11 CFR 100.7(B) 
(11)). 

2/ ONE OF THESE UNES I S  WITH NATIONSBANK OF TEXAS, WHICH I S  A NATIONAL BANK 
AND AN FDIC-INSURED DEPOSITORY. ANOTHER UNE I S  LABELLED CITIBANK READY CREDIT 
AND I S  FROM CITIBANK ITSELF, WHICH I S  ALSO A NATIONAL BANK AND FDIC INSURED. 
THE THIRD LINE PROVIDER, SECURrrV PACIFIC EXECUTIVE/PROFESSIONAL SERVICES I S  A 
BANKAMERICA COMPANY AND A DIVISION OF THE BANKAMERICA CORPORATION, WHICH 
OWNS BANKS AND OTHER SUBSIDIARIES. IT I S  AN OPERATING ARM OF THE BANKAMERICA 
CORPORATION THAT EXTENDS LINES OF CREDIT. FROM THE INFORMATION RECEIVED, IT 
DOES NOT APPEAR THAT SECURITY PACIFIC EXECUTIVE/PROFESSIONAL SERVICES I S  A 
QUALIFIED DEPOSITORY INSTITUTION. THE COMMISSION CONCLUDES THAT YOU MAY USE, 
THE LINES OF CREDIT FROM THE FIRST TWO INSTITUTIONS. 

'- 

COMMISSION REGULATIONS SET OUT SPECIFIC RULES FOR THE REPORTING OF BANK 
LOANS RECEIVED FOR FEDERAL CAMPAIGN PURPOSES, INCLUDING LINES OF CREDIT. THEY 
REQUIRE THAT, WHEN A CANDIDATE OR POLITICAL COMMIlTEE OBTAINS A LOAN, OR 
ESTABLISHES A LINE OF CREDIT, THE COMMITTEE SHOULD MAKE SEVERAL DETAILED 
DISCLOSURES ON SCHEDULE C-1: (I) THE DATE AND AMOUNT OF THE LOAN OR LINE OF 
CREDIT; (11) THE INTEREST RATE AND REPAYMENT SCHEDULE OF THE LOAN OR EACH DRAW 
ON THE LINE OF CREDIT; (111) THE TYPES AND VALUE OF TRADfnONAL COLLATERAL OR 
OTHER SOURCES OF REPAYMENT SECURING THE LOAN OR LINE OF CREDIT DESCRIBED I N  
11 CFR 100.7(8)(11)(I)(A) OR (B), AND WHETHER THAT SECURIlY INTEREST I S  
PERFECTED; AND (IV) AN EXPLANAllON OF THE BASIS OF THE CREDIT ESTABLISHED I F  THE 

CREDIT AT ISSUE WERE NOT OBTAINED FQR CAMPAIGN PURPOSES, YOUR COMMIlTEE NEED 
NOT DISCLOSE THE FOREGOING INFORMATION FOR A LINE UNTIL THE REPORTING PERIOD 
DURING WHICH THE LINE I S  FIRST DRAWN UPON FOR CAMPAIGN PURPOSES. AT THAT 
POINT, THE COMMITTEE MUST DISCLOSE THE SOURCE OF THE LINE AND THE INFORMATION 
REQUIRED I N  SUBSECTIONS (I) (INCLUDING THE DATE OF THE GRANTING OF THE UNE AND 
THE FIRST CAMPAIGN DRAW), (11), AND (IV) CITED ABOVE. YOU SHOULD ALSO EXPLAIN 
THATTHIS UNE WAS TAKEN OUT WELL I N  ADVANCE OF THE CAMPAIGN (AS EVIDENCED BY 
THE DATE OF THE GRANTING OF THE UNE) AND WAS NOT GRANTED OR ALTERED I N  
ANTICIPAllON OF ITS USE FOR OR DURING ANY POLITICAL CAMPAIGN. 

BASES I N  (111) ARE NOT APPLICABLE. 11 CFR 104.3(D)(l)(I)- (IV)'. SINCE THE LINES OF 

3/ SECTION 104.3(D)(l)(V) REQUIRES A CERTIFICATION FROM THE LENDING INSTITUTION 
THAT THE BORROWER'S RESPONSES TO (I)-(IV) ARE ACCURATE TO THE BEST OF THE 
LENDER'S KNOWLEDGE, THAT THE LOAN OR UNE OF CREDIT WAS MADE OR ESTABUSHED 
ON TERMS AND CONDIllONS NO MORE FAVORABLE AT THE TIME THAN THOSE IMPOSED 
FOR SIMILAR CREDIT GRANTED TO BORROWERS OF COMPARABLE CREDIT WORTHINESS, 
AND THAT THE INSTITUTION I S  AWARE OF THE REQUIREMENT FOR TERMS WHICH ASSURE 
REPAYMENT. SINCE THE LENDING INSTITUTION WAS NOT EXTENDING A LINE OF CREDIT 
FOR CAMPAIGN PURPOSES AT THE TIME THE LINE WAS ESTABLISHED, THE LENDING 
INSTITUTIONS DO NOT NEED TO COMPLY WITH THIS SUBSECTION. AT THE TIME-THE LINES 
WERE ESTABUSHED, YOU AND THE LENDER PRESUMABLY WOULD NOT HAVE 

CAMPAIGN PURPOSES, OR THAT THE REQUIREMENTS OF THE ACT AND REGULATIONS , 
WOULD GOVERN THE ISSUANCE OF THE LINE OF CREDIT. 

COMMISSION REGULATIONS REQUIRE THE POLITICAL COMMIlTEE TO SUBMIT A COPY OF 
THE UNE OF CREDIT AGREEMENT WHICH DESCRIBES THE TERMS AND CONDITIONS OF THE 
LINE WHEN IT FILES THE SCHEDULE C-1 THAT FIRST DISCLOSES DRAWS MADE AGAINST 
THE LINE FOR CAMPAIGN PURPOSES. YOU SHOULD FILE EITHER THE ORIGINAL AGREEMENT, 

CONTEMPLATED THE P o s s m m  THAT YOU WOULD DRAW UPON THE UNES FOR 
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WITH ANY UP-TO-DATE AMENDMENTS, OR THE MOST RECENT DOCUMENT CONTAINING ALL 
THE TERMS (E.G., INTEREST RATES, REPAYMENT, TIME REQUIREMENTS) THAT ARE 
APPLICABLE AT THE TIME OF THE DRAW. 11 CFR 104.3(0)(2). 

THERE ARE CONTINUOUS REPORTING REQUIREMENTS I N  CONNECnON WITH THE DRAWS. 
EACH TIME AN ADDITIONAL DRAW I S  MADE ON A LINE OF CREDIT, THIS SHOULD BE 
REPORTED ON SCHEDULE C-1 AND ON SCHEDULES A AND C. ASSUMING THAT THE TERMS 
OF THE LINE REMAIN UNCHANGED, THE COMMITTEE NEED NOT PROCEED THROUGH ALL THE 
REQUIREMENTS OF 11 CFR 104.3(D)(l) CITED ABOVE FOR EACH DRAW, BUT SHOULD 
INCLUDE THE SOURCE OF THE DRAW AND A NOTATION AS TO WHEN THE SOURCE WAS 
FIRST DISCLOSED, THE AMOUNT OF THE DRAW, AND THE TOTAL OUTSTANDING BALANCE 
ON THE LINE. 11 CFR 104.3(0)(3). FOR EACH REPORTING PERIOD IN WHICH THERE I S  STILL 
A BALANCE TO BE PAID ON THE LINE OF CREDIT, THE UNE SHOULD CONTINUE TO BE 
REPORTED. THE SCHEDULE C SHOULD'INDICATE THE TOTAL DRAWN, THE TOTAL REPAID, 
AND THE REMAINING BALANCE. 2 U.S.C. '434(6)(8); 11 CFR 104.3(D) AND 104.11(A). . 
ADVISORY OPINION 1985-33. I N  ADDITION, EACH TIME THE INTEREST RATE OR OTHER . 

REPAYMENT TERM FOR THE LINE I S  ALTERED BECAUSE OF THE BANK'S ALTERATION OF ITS 
STANDARD AGREEMENT WITH ITS LINE OF CREDIT CUSTOMERS, A SCHEDULE C-1 SHOULD 
BE FILED FOR THAT REPORTING PERIOD. SEE 11 CFR 104.3(D)(1)(11). 

.... . . ' 

4/ REPAYMENTS OF THE DRAWS ON THESE LINES OF CREDIT MUST ORIGINATE FROM 
CONTRIBUTIONS THAT ARE PERMISSIBLE UNDER THE ACT. 11 CFR llO.l(G). ADVISORY 
OPINIONS 1987-30 AND 1981-22. I F  THE REPAYMENT TO THE BANK COMES FROM YOU, 
YOUR COMMIlTEE MUST REPORT YOUR PAYMENTS TO THE BANK AS IN-KIND 
CONTRIBUTIONS TO THE COMMIlTEE. THIS WOULD ENTAIL DISCLOSING A CONTRIBUTION 
FROM YOU ON SCHEDULE A, AN EXPENDITURE TO THE LENDER ON SCHEDULE 8, AND THE 
REDUCnON OF THE AMOUNT OWED ON SCHEDULE C. YOUR CONTRIBUTION FROM YOUR 
PERSONAL FUNDS WOULD NOT BE SUBJECTTO THE ACT'S LIMITS. 11 CFR llO.lO(A). ANY 
DONATIONS YOU RECEIVE FOR THE PURPOSE OF REMIlTING FUNDS TO THE LENDER WOULD 
BE CONTRIBUTIONS SUBJECT TO THE UMITS AND PROHIBITIONS I N  THE ACT. SEE 2 U.S.C. 
"441A, 441B,441C, 441E, AND 441F. 

THIS RESPONSE CONSTITUTES AN ADVISORY OPINION CONCERNING APPLICATION OF THE 
ACT, OR REGULATIONS PRESCRIBED BY THE COMMISSION, TO THE SPECIFIC TRANSACTION 
OR ACTIVIW SET FORTH IN YOUR REQUEST. SEE 2 U.S.C. '437F. 

FOR THE COMMISSION, 

(SIGNED) 

TREVOR POlTER 
CHAIRMAN 

ENCLOSURES (A0 1987-30, 1985-33, AND 1981-22) 

ENDNOTES 

l/ WHEN A CANDIDATE RECEIVES A LOAN FOR USE I N  CONNECTION WITH HIS OR HER 
CAMPAIGN, THE CANDIDATE RECEIVES THE LOAN AS AN AGENT OF HIS OR HER 

ARE REPORTABLE BY THE COMMIITEE AND ITEMIZABLE AS LOANS FROM THE LENDER TO 
THE COMMIlTEE, RATHER THAN AS LOANS FROM THE CANDIDATE TO THE COMMITTEE. 2 

AUTHORIZED COMMmEE. 2 U.S.C. '432(E)(2); 11 CFR 101.2 ,AND 102.7(0). SUCH LOANS 
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MUR: 4311 

DATE OF NOTPlCATION Fcbnrvy 221,1995 
. .  DATE COMPLAINT FEED: February 21.19% . .  

. DATE A m A T E D :  Aptil30.1996 

MUR': 4327 
DATE COMPLAINT FILED: March 20,1996 . 
DATE OF NO'rIFICAllON hxch  27; 1996 

. DATEACTNATED: Apd30, ;396 

. .  

STAFF MEMBER: Tony Uucklcy 
. .  

C0,WLmAN-r: Tbt Hooorzble Bob Fiber 

RESPONDENTS (mX 431 1): . 
' 

. .  

Juan C. Vargas 
Vargas for Congress '96 and Dcanna Lima 
mmssurcr 

Richard D ' a o l i  . .  

* .  

. . . . . .  . .  U P h I -  , . . .  

ThtPrimacyGc~up , . . '  . .  

. .  ' .  - 
J 

. . . . . . . . . .  , .  * .. . . .  * .  
. .  ... . . ' .  . .  , ....... . . . .  

. *  

RESPONDEI.TfS 

RELEVAK STATU1FS: 

. .  
. .  

(MUR 4327): Juan C. Vargas 
Adrime D. Vargas . 
~ q a s  for Con- 0% and ~aurrra Licbctgot, 
Bstmamrcr. 

Bank of commerce 

2 U.S.C. 5 W ( 2 )  
2 U.S.C. 4 43 I(B)(AXi), (ii) 
2 U.S.C. 5 431(8)(B)(i) 
2 U.S.C. 9 431(8)(B)(Vii~I~IX) 
2 U.S.C. 9 432(c)(1) 
2 U.S.C. § 434(a)(I) 
2 U.S.C. 5 434(a)(4)(AKi) 

2 U.S.C. .5.44la(t~)(IXA) * 

2 U.S.C. 4 434(b)(2). 

. . . .  

' * .  

. .  . .  

. .  

. .  . .  .- . . 



2 

, 

. .  - . .  

. . .  . .  
. .  . .  

. .  
. .  

. . .  . .  . .  . .  . .  , . . . .  . .  . .  . .  . . . .  
. .  

. ,  

.' . 

. . .  

FEDERAL AGENCIES CHECKED: None , .  
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("Compiainantl*), who zqmsmts -a's 50th c o n - 4  

h e  1396 Dcmocraric prirOaxy election, San Diqo C'icy CoulDdlrapn Juur V-' Bath oftbesc ' ' . 

his q p & ' i n .  .. ..I..., . 1.: .' . . . . . .  . .  
e .  

0 . .  

. .  
. .  

. .  :. ., , . . ..., . . . .  . . . . : .  . .  
. . .  
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-I 1 .A %, Filncr 3 2.8% - the test undccidai." C o m p b t  alleges h u  the Vargns Committee did 
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.MCCS that on Scptcmbcr'20,1985, the day aAcr Mr. Vargas' relelectioa to the SM Dicgo City . 

Council, 'Jnxhurts towing his F e d d  candidacy a m  in the MU Complaknnt aUcge0 

c i y  ccuncil E-election campaign was used IO pay for the production of the brodrurt. 

Cornplainam claims that examination of cxpcndinvt rcpom for the city council - I d o n  
. .  

. .  
. .  campaign give a plausible explanation for 

production. . .  

funds wcrc obtaiaaj for the brDdlm's 
. .  

I 

. ': a 
. . .  . . . I . . . _ .  

.\' :- . .  
The complaint in MUR 4327 alleges two separate violations, Firsr, Compl.inrmt all- ..; ..: . : . .  . . ; *  ;.. 

. . . . . . .  . 
, ...... . .  ..... : . . . . . . . . .  .'<. :.. .; .. t. 

ha t  the V q a s  COmmiRCC. and rhc adidate  himself, acccpccd aa exccssivt contfiid~u tk 1.; :..: : . . .  . . .  . . . . . . . . . .  .. , . . . . . . . . .  . . . . . . . . . . .  4 . . . .  
..I. form ofa bank loan in the amount of S15.000 to the amdidarc which did not comply with rbe . ..is:, .I . . . . . .  - . ;' . , , ; a .  ? .. . ;*-.;. . ' . : . 

. .  
. .  . . . . . . .  reported by (h; *'iugas Commit& as corning h m  the candidate may alw dcriVe 6rom . . . .  . . . . . . . . .  .:' . . . .  . . .  . . . . . . .  . *. 

. . a .  . improper bank. loan. Additionally. Complainant alleges tbat thc Vargas cord= far?d tp . - . - t -  . .  I :. 
1 .  ;... 1. . .  

: . :-.I . : : 
. .  

. .  
properly npor. the rrccipt of contn'butions. Complainant malcts h i s  corq~lusiou by..laOkhg u . _. ' . 

* . .- . . . .  . .  
..... 

. . .  .* I ;;; ';a<, * : . ...- . 
- . . . I  ... . . \ . ._ * .  -. .:I 

. . . .  the amount spent by the campaign ou television advadsing for the .period c ~ w c h g  



. '  I 





. . .  . . .  . . . . .  . .  - .  . .  ' . . . .  .. .. . 
pursuant to 2 U.S.C. § 434(aXl), t h c u t m n c r o f & p o l i r i a l ' ~ ' ~  5lc . 

B, Reponses to Complnina 

1. R.espons4 to complaint in MUR 4311 

. :  a. mponse of RLcbnrd D'hcoIi . .  

. Richard D'Ascoli worked for Juan V a r g ~ ~ '  city c ~ ) r p I c i l  d& -*: d'th. ' , ' '  ' 

October 6.1995, I never performed any wor 

effort 10 address the allegations co~~ccrning the divrcprncies 

work by cach committh for his campaign work 

"Rcpmcncative Filnn's accdon'that I wns 'ill 

performed during w. Vargas'] campaign for Co 

.- or ~CSPODSC of Ralph Iaurnrr . 
#. 

absence on Scptcmkr 22,1995. He assumed 

anticipation that Congrtsman Filnet would 



. I .  : ,  . . . . . . .  
a'. , . . .  

. .  
. .  

- .  

. .  '.. , 

Mr. Rcrncr ftrthcr explains th8k to his howledge, thc%rga~ c o d  kumd 
. 

. .  
. . . . .  

. . . .  ' our-of-pocket expenses in connection with the m y  ad that, thadbrc, h e  wltlrc 1K) atpep1II'::'. 
. .  * . . . . .  . -  . . . . . .  . . . . . .  . .  : '  , 
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ciry council mbtt and his 1995 city council race, r)ccvcnheleu, hcrr is no & u t  tvidenct tk 

rnoncy w0s used for t're city council m.cc in the Fcdcral mct. Mr, Vaqp m y  bavc bcacfited 
. \  

' from an extensive city council campaign in inchard VisibiIiry md ~ a m t  ruugnitioa, but thc 

h d s  10 pay for Federal election exp- do not appear to k valjd Accordipgly, t& ma 
dces no\ bdieve Complainant's less specific allegation should k gjvm grtatct uedcncc in the 

absence of any orhcr tvidencc to ~ , p o f l  ir.' 

Wth respec~ 10 the allegations concaning payments to Mr. D ' m l i  d The Primacy 

Group. as noted a b e .  Respondents stale generally hat  any mony rteeived h m  the chy . 
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per mon~. Accordingly. Mr. D' Ascoli and The Primacy Group bo& q v d y  WOW f&&c 

Federal campaign at gmrcr con thnn they did for h c  non-Fcdd campaim thus wmpit&ly 

undermining this aspect of Compldrunt's allegations. Constqumtly, it docs not 

- .  

h a t  

there is rtasor, to believe no n- F d d  subsidid the f e d d  campaip,ia this'. 

i GanCC. 

The frnal allegation ccntcn around C omp Iabm t ' s statancat 20.'1995, 

rhc day aficr Mr. V q a ~ '  rt-ektion to the San Dicgo City Council, fly= touting Vargas' r .  
. .  

. . .  

. . . .  . .. .. . the complain& states that it  was paid for by "Vargas for Con- '96, DeaMa Lie-& .. 

Trcasw." Complainant funher sates that on that same day, "& fbll-hc stag-k . 

. 

. .  . ! 

. .'.' 

. .  . .  
began to work in a conpss iod  campaign office," citing the Sam Diego B ~ s i n e s  Jownal d c k  .. . ... *, ... . . 

cited db~vc. Complainant alleges that the vargas city council m-elacljoa campaign pid fin'&. . . . .  ' .... .'I 

flyas, thus resulting in a w f c t  of h d s  6rom a non-Fcdd commim to a Fcdcral u r m m b  

. .  . .  . - '  . . .. . .  

: .. 1 
. .  .. . 

Complainant +tha alleges that this clcpndinue was o v a  $5.000. d i n g  in Mr. V v  . . .  
. .. 

. '  anainine candidate status by Scptanbcr 20,1995, and that accodingly, his Sumneat of 





. .  --  :.: . . '. . I  , . . . . .  ,. * e .  * - '.:...''.. .. 1 .  
. * . .  . .- :;-.!..' I,. .. . , ..' . -. ... . . . .  

. . . . . . . . .  . . . . .  * . . . . . . .  
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contributions by &e bank. I’ 





What a lorn is c<rocmcd, +h mdorxr is dacrJtd to bvc ~amiuosd that portion of 

UIC total amount for which he or she agrad IO Liable in 0 Wrim a&rcaneat & 11 C3.R 

0 ; 00.7(~)( l)(i)(C). In the event b a t  the loan apemcnt  dots not stipulstc the porion of the 

loan for whjch each cndonct or ytaranmr is liable, the lorra shall be corrsidatd a loan by 

endonet or yarantor in the same propodon lo the unpaid bjlana that & md- or I 

guarantor btys 10 the tolal a u m h  of endorses or guamtors. 

nor considered a contributor to the candidate's canrppigp if the caadidm obtains a Ioan'on which 

Thc spew of a js 

' 

loan. See 1 I C.F.R. 4 100.7(n)( I )(i)a)., When. as bcrc, the spouse of the candida& is a 

signatop on an unsecured loon. the i s  treated as any obcr endorser. 
. .  

9 .  

. "I 
T I C  promissory note in this maner stales that '[tlhc obligations dcrthisNatt ue joist ., 

, .  

and scvetaI,*' meaning lhnl each borrower i s  liable for the full amouat bomurEd 'Ibt . ' . 

Mn\ d c p s m d  the full mount of the line of credit f15.000, into its account o a M d  6,1996.. Up 

. .. 
until thc 1996 July Qumcrly Report Adrime Vargas had not made any con~butioa to t l ~  

I ' a r g u  COW@?CC. Cowqucnily. sht-could conaibutl: up 10 S1.000 before she b e d  the 

Iimirorionr at Section la(a)( l)(A). Moreover. because Mrs. Vargm ws one of nwy) people 
. .  

rrsgonsiblc for paying o f f  the l o a  thc amount of her contribution is one-half of tbc draw on tht . .  





I \c' 
I C h  

reponing of home mongages or car loens, 

Not only is the infimnstion dn the FhYrocid Disclosure Form too absuact 'jo b a w  a 

with rcspecr to thee two low.  

c failurn to rtpon coutibutioas 

V q a s  Committte failed to rrpon all of thc contributions it &vd. Complainaat maL# thir 

conclusion by look in^ at the amom spent by h e  campaign on television addsing. us 

S26.000 . . . ir manet obQys." 
I 

This Office har no evidence to suggest that Mr. Vargas is incomc~ i n h i s u R d i O n & M -  

' ' V Y ~ S  for Con- '96 has. , . lrcponcd all sums r a i d  and expcndcd." As q u i d ,  tk 

I 
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. . . .  
rnanrr skotlnd the loan obtained from the Bmk o f  Commcrcc. As noted a b w ,  hat loan was . . 

. . . .  
, . -aid on May 29, 1996, ~ O J C  than one month before iu due date. AdC;riodly, Mr. V m  &'. . .  1 '' .. * ........... 1 . 

: ; . 
. . . .  . . . . .  . .  . .  

. * .  

rhc losing candidate in the primary election. and rhc VIQU Commiatt's laicst =pan, rhr: ' '. ':-..:. . - 
. c * :  . * .  . . .  

. .  * . _  

1936 July Quarretly R'eprt, showed that it had 5361 in cash-on=hand, 4 O V C ~  S?3,000 in.&& ;:: . . .  , e. . . . .  . '. . . . . . . .  * .  - .  

and obligations, as of June 30, 1996. Thus, while it dots up- hnt  violations may & . . . . .  m;.::.:;:. . .  . . * .  .: 

.. :;:,:, ;', . .'# . 9 .. 
.*I .  I.. . . .  

. . . .  . . .  .C!<: . 
.. ; . .; ;~ ('.. .. :, .. .;' ...... . and D e m a  Licbergot, as treasurer. and that it close the file in rhis matter. In notifying' .. , 

.... ... . . . .  . .  ~, . .  .-... 
1 ..I .; . . . . . . . . .  







. . .  . .  

:.. . . .  . '. U aec d P Q r a O n 4 1 5 4 0 4  L o ' q  
rhne V z a s  f o r  CorigresG. Committee re2orted i n  their =&Report: o f "  
Receipts dnd Diebursements f i l e d  March 14, 1996 (Scheduleo C and. .. 

clearly., 
StLCed a s  an "Unsecured Personal obligationln loan  iegued by the ~ . 
Bank o€ Commerce. 
C-i and attachments) that Mr. Vargae had loaned Sls ,ooO to his. . . .  

' campaign on March 6 ,  1996. The aource of theae fund8 

. , 

. . .  
. ._ 

. . .  . . . .  
. . .  

on u.. al czmaiqn c 
of Commerce to=a, . . .  

In effect, this loan i s  an 

of 
Notices of Contributions Received, $10,000 came from Mr. Vargee'.'. 
h i m s e l f .  Given the limited assets  and incomes shown on m.!: 
'Vargas' F inancia l  Disclosure Statements, it i s  probable that.thitr ' . . '  
S l G , O O O  comes from the same illegal loans described above. , '  ' .  ' .  ' 

Tdsvlgiion Advsrt_Lgiau without tawfyllv D i r r c l o m ~  S o ~ c c r  oc 

The' attached documents acquired from local television statione ."I .. substantia t 3 the f 01 lowing purchases of t elevieion advertieingl by ,,::..::: ;: 

. . "  V 
$18,000 Vargas for Congress h a s  reported on 4 8  Hour : 
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KFMB-TV Channel e 
KNSD-TV Channel 39 $ 3 4 . 0 2 5 .  
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KGTV-TV Channel 10 $ 2 5 , 0 5 0  
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